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China will provebly accept US recovery prosram Tor depan .

For many months, both Chinese Loveramsnt ofiicials awt ihe Clhinese press
have made viporous etbtacks ezainat US policy in Javan, charging thet US efforts
to restore that country economically end politically would revive the Japansse
menace in Asise. During the past week, however, three senarniy re orts indicato
with reasrmeble certainty that the Chinese Yovernmmend will support the US economis
recovery program for Japan ("Operation Crank-up™ e

| |a "high official souree™ in Nanking
etalea bthat Wic Chinsse Governmeny now belicves that (&) "Crank-up”-is aimed at
rebuilding Japancse economic stability as & safegzuard arpinst Comaunist influenoces
in Jepan, which thrive on econoiic ohaos, and (b) China’s interests will be served
by any such brake upon the possible spread of Communism in Jopen and thence to
China., The Nanking official added, however, that China w11l not countenance Japan's
Yeing rebuilt into a military bulwark of enti-Communism, sipoe there is no guarantee
against a resurgence of aggression by a rearmed Jepan. T

Another report states thut Chu Shih-mingy, forwer ghief cf the Chinese i“lssion
to Japan, vrged China bo support "Crank-up®, adding that the US was not atbemoting
to rebuild Japan as an apfgressive threat and that a prosperous, peaceful Japan

o1 AT e

| Chinese Foreign linister
viang Shib-chieh haa declared bhat China is ready To Support any measure of recovery
for former evemy ccuniries provided there are definibe safepuards ageinst their
military resurgence.

. Since the Chincse Government is alrcady faced with stronz Communist military
forces within China itself, it appesrs unlikely that Chinese support for "Crank-up"
ig notivated by fears of Communist expansion within Chine via Japan. Rather, the
probable reeson is that the Chinese Government realizes that "Crank=up” will procee
whether China approves or disapproves, and that strong dissent by China might react’
upon U8 aid measures for China itself, Thile Chipa will thus probably endorse
"Crank-up” in prineciple, it will neverthcless remain suspicious of and oppose any
cooromic steps that even indirectly increase Japan's long-rum military potential-w
Chinese sensitivity on this point will probebly not dimivish, Bzcause of fears of
Japanese military resurgence, and of its own position vie-a-vis the USSR, China 1s .
not expected to alter materially its generel stand on the Japancse peace treaty ifssue, :
including the provision of effective weto powers and Soviet parviicivation. C
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Jupunts foudalistic funmily system 855CS. On 1 Janmary 1948, Japan's new Civil
Todo abolished the tradibional tamily systoms primogeniture and the-head-o~tho-
kousehold system. Zvoryone in Japan is repigicred with the police and in the
past Lhe registors have boen nade out by fumilies. Trom now on tho registers
show only the husbund and wife rolati onships The individual will be the social
unit horeafter rather than the fumily. A child who has resched his majority may
now merry without purental permissione

The abolition of the family system could eventually have Zur reaching effects
on Jupanesc society and nationul 1ile. Phe custom and requirsment of blind
obedience to the arbitrary dictatos of the head-of-the-funtily is omblematic of
Ja.anese national life where the Bmicrer was head of tre Navionul fuily and,
er;0, each subject had the duby of earrving oub auny orler issuad in the Bmperor's
pati (eI

Private trade results. Reuters reported on @ February taat bhe total volume of
Pusiness approved by SCAP since the reswipbion of private trade negotiations

on 1 Septerber 1947 totalled 2,000 exsort contracts amounting vo $22,495,198 and
74 import contracts amounting to 520,855,414,

The resumpbion of private trade has been halled as a basic and major step
leading to the stabilization of the postwer Japanese 6CONOIy. This is so because
Japan's economy deponds heavily on roreign trade. Tovever, thus far the results
of the restricted private trade have boen merely oi an exploraitoly nature.
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Sipnificance of South Loreaa "United Froat". One of the more stertling recent

politinal developments in South nores nas been the agrecment between Rhee
Syngmon, Eim Yoo, and Xim Xyu Sik thet they will wnolt nrass for clections in
South Koves alone until *they have soupht o meebing with Rorth Korean leaders te
devise plang for an all=Koreo election. This rap'orceencz.’en_: vag sxranred by the
Chinese Consule(eneral in Seoul, Liu Yuwwen, vho is also the Chincse delepate
on the UN Commission. In doing $his, Liu scems to havc been motivated by the
C‘xlner»e desire to assure the mainterence of o contra-Soviel Povce in Korea, and
Ly the Chinese conviction thet the initiasl aspsot of the agrcement-=gagotictions
v‘ith Morth Horean leadergw—ewill fail c:ompﬁ,ar::em,r erd thus golidify the three key
Scuth Yorean leadeys inbo a true uvnited frond,

In meneuvering the coalition the Uhinese may hone Lo vpersuade the UN Comrission
that sufficient political unity and s us[blvi’cv does exigt ia South Horea to warrent
proceeding with elections in the US Zone. Sesonderily, they may have beem desirous
of improving the status of ¥im Xoo, who has always been essocimtbed with the Chinese
Mationsl Government, Although Xim Koo and Rhee have formed temporarily elliances
before, they are bitbter political encmies,

Kim, whose influence is much less then ‘Dnm,'s, has alwsys wenbted an alle-Korean
election, as consistent with the claim of his Forean Provisiocnal Govermment to
sovereipnty over all of Koree. His rapprounramf?r:t with Rhee may represent a realiza«
tion on his part that a united Xorea, except one wunder Sovist dowminotion, is
imposaibie at this btime.

Rhee, on the other hand, has for over a year consiglently dermnded immediate
elections in South Xorea., It is understood, however, theat Rhee hus only given his
consent to the agreement on the unuerstandinr' that if elections in South Korea are
directed by the Little Assembly before oonsultations with North Korean leaders are
comploted there will be no delay in cavrying out the ciesiions.

Kim Kyu Sik spparently joined +the coalition in a desperate tope that the
Soviets might change their cellectiwve minds. Although Kim Kyu Sik has indiocated
that he will cooperate if elections are held in South Kores erlone, the record will
now show that he exhausted svery effort to secure the clections for all of Horea and
he will be guiltless, in his own eyes, of having been imstrumental in permenently
dividing Xorea,

1t is almost certein that the South Koresn coalibtion will not achieve its pirimary

eim of reeching an understanding with North Koreans. Norcover, since it is composed
of three men of sush divergent motives and polibical backgrounds, the coalitien can
only look forwvard to a short, unhappy lifo, Chinese optimism notwithstanding,
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CHINA

alist divisicn in the cupiure of lisovuug =nd bully waled two others. At
prestnt the Communists have five coluwns in the ¢ rea nouth of Twkden, while
others contirue toc ue achive neur Chinshou, .-;,ﬁ.,.nca,z-;; rulien is considered
most vuanerciie from the south, imminent thuawing of the Lizo and llun rivers
is expecied Lo create a formidable naburael ‘mmﬁer sgainst future Comrunist
attacks. However, strong Comomunist wnits were reported at Suchintun, 15
miles scuth of Mukden, while other units have out ru3l corrunieations from
Lvkden to Fenitd on the southeust and to Hsinwin on whe west. The emphasis
in Commwnist operations has now shifted to tha .oshan aves _

In Ceatral Chire, the Cemwnist genernl Chen Y4 is once agalin mov—-
ing norih across the Lunghai Railrecad into Shantiwg, prebebly to regroup his
units and resupply them. HNatlonslist claims of a crushins vietory over Liu
Po-cheng are unjustified with only minor activdiiys rsported in the Tapichshan,

Another Nationulist bid for US aid enme this weelc from Wel li-~
huang, ccommander in Manchuria, who stated thet hie elphs {(US-equipped) divi-
sions had ammunition sufficient for only two veeks of "defensive® conmbat,
Although shortages probubly do exist and see yprobubly most seute in ths alpvha
units, it is donited whobther two weeks of combul will necessitube the with-
draval of these units from the field. Frem Shanchai comes the statement
that initial £lizhts of the Mosquitoes recentliy=-acquired from Capada will

In lanchuris, Chinese Comamdst foeress vesiroyed 1most of one Mation-

N
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toke place in about two weeks.
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However, if the demands wxc refused, the US must sccept the responsibility
for the consequerdss, An abtempt is now boing ruce hy US officials to con-
tact the Comamiats and arranve Jor the relesse of the men,

Depuly rrime Uinister Lubzan of Cuter Lonpoliis Rerublic is rsported
to huve left for liosecow to confer with Soviet authorities on the implemen—
tation of a five-year plan for exvending Soviet reilimys to the borders of
lanchuria, A London dispatch gmve details of five newr reilways contemplated
by the USSR In collaboration with Outer Hongoliz, including iines commecting
Siberizn provinces with areas now held by the Chineee Commmists,

Economic

Currency. The blackmurket exchunge selling rate of Shanghui wos
Cl $175,000 %o U551 on 13 sebruary, This is lower than the proveiling rete
of CH 4190,000 of a month ago due in prrt to iLhe shortane oo cosh just bee
fore the lunzr low Year (10 iebruary), Chinnts traditicnal dobt settlemsnt
season. s mirked increase was noted in pronissory notss in lieu of currency
payments, The official "open" rete wes raised from CN $133,000 to 137,000
on 9 Felruary,

Prices. Rice wus quoted ai CMN $2 millicn a picul on the Shanghai
narket when it closed on 7 Februwry for the lunar New Yeor week holiday. A
week before, rice was selling for less than CIJ $1,500,000 a picul. The prices
of meats and vegetables on 7 February were reported up 100% over Jamary,

Bankding. Regulations for setiling pre-ver CN dollar bank deposits
as promulgated by the Ministry of Finance have met with ovposition by many
foreign bunks operating in China. dccording to the secale, deposits up to
1y August 1937 are to be repaid at the rate of CH $1,703 for a pre-war CN 3
including interest, while deposits made between 14 jugust 1937 and 9 December
1941 are to be repaid at 700 to 1. The US banks are reportedly willing to
Ry at the prescribed scale. Foreign banks in general deplore the failure of
US financial institutions to take ay uaited stand in oopesition, Peeline that
the foreign banks are at a disadventege in that they were closed during the
war and not able to build up e reserve for such 4 contingency.

Foreien Trade (Sino~Soviet), HNanking Figures show thut in the first
nine months of I9L7 Hationalist Chine imported from the USER goods valued at
US $891,33% (blackmarket rate) and exports to Russia amounted to US 1,283,442,
Fertilizer and paper accounted for 857 of imports, while wolfram, antimony,
wood oil and bristles made up the bulk of the &x

Techurin & Co., operated by Vneshtorg, a Soviet trade organizatiom,
has moved several of its factories to Chizmussu, Vanchuriz, This company -
reportedly hus concluded various trade agreements with the Chinese Comamists.
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Leouty Chief of Siaff warns seainst dersndqmes gu U for defansg.
Brigsdier General Duowe, Deputy Chief of Steff of “hilippina armed
forces, wtated in a 11 Fetiruary sneech that the Prilirpinec =hould not
raly upon the U.0'. for defense in care of atiack derwite bore and mil-
itery esraicterce noacts with the WS, MIt hze been relisbly revorted
that our coumtry is ouvteide the ring of U.E. defense,” he declared.
Spperently referring to ' e nationte wnivereal rnillitsry training proe
gram, Genorsl Juque awperled to “hilippine youthr to recornize the -
nressing rroblem of “hilirpine recvrity, and suppest & tist pational
dafense neede “eternine the amourt of bidgel avpronrisiions rather
than vica verea,

Boxop vrgnoses talonced budget for 1949. The firet brianced bude
get since the wrr hae been vroposed hy i'recident foxvr to the Philippine
Corgress for flrsczl 1949, Accomrlishirng it vwill darerd on sortimmsnce
of the high lev=1 of bucinese activity vhich hse - rodnced much -rester
tex reverme thezn wers snticipated at the stort of fircal 194E. The pro=-
posale call for a ceiling on en-rvoprietions of 266 million nesoe (two
pesos ecual one dollsr) rhich would he met hy the urecert tax echedule
plus certain vronosed luxury end remi=lusury texes currertly before tihs
Congrése., If tha latter sre not eracted, Hoxces ecutiocred that the ap-ro-
prietior ceiling must be refuce’ by 35 million. the »mount of their ex~
pected yield.

It i: estlmeted trat exnenditvrrs for fiecal 194F will be 295.7
million nesos ond total recei~te 232.% million. The surplus of 64.5
million veros nt the start of thie firccel year, rmde poerible by the
0.8 Joan of 120 »illion pesos, will be reduced to juet over one mil-
lion pesos in coverirg this yeer's deficit. If the foreceried tex
yield 1is nmecurste and proroged aprropristions sre mainteined, this
small surplue vill be cerrisd ovor el the erd of Fiscel 1949. '

The wmajor change in the new budget celle for a ent in wational
defense from 72 to 57 =nillion vesos and en increece for educetion from
54 to 73 milliorn. However the cuil in raticral deferse exnernéliures is
offret by a chift of btudretsry responeibility Por the Philirvine Cone-
stabulery to the ifenertment of the Interior.

- AUSTRALIA
Leclining strength of the Anstealisn Lobor Goverrment. 7The posie

tion of the Austrs=liien L-bor Ferty (ALP) hoe deterioret-d considercble
during the part year, —olnting to defest in the 1040 elections vnless
the nresert trend ir helted. Ttete and Jocel electione have shown a
definite swirn swoy from Labore-reflect:d either in defect of l.abor
cendideter or a warked reduvetion in Lebor majorities.

An aralysis of currert noliticel esnditione indiester that the posi-

tion of the ALP hes been weskened by ite fzilure tot (1) maintein identity

of interesti- betreen itc -olitic=l and indurtrizl wirrs, i.e. betwaen the

Perty erd thse urlons; (2) retain the corfiderce of evrll businessmer,reteil

LA
)
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traders, and riddle income yrou-rj and {3) bFese tas heeking of Stote
pelitical organizetions. '

The aroving tension between ihe lLahor movemanth ywoliticel snd
indusirial esctions has culminnted ir the vecent! “entelonr of the Thop
Asristonte! Uplon to susrend affillstion with tva ALP rnd the sugpese
tion thet a secerate political orvsnimation be sot np hyv tha unione to
opnose the &1V, An jmportont fretor in this tailon Yas hesn the cone
Tlict betroen fefi end right ving alements. The decirion o Labor Perty
leaders to eliminste Comamnict corirol of the yrlons thonrh etrict en-
forcement of the ALP rule ihat thoir rembers eanrot o-noce :LP cendidst- =
in political and unior electiors wre directly re~roreible for +he thop
Lesistanta? Urien's sctior. fank avG #ils wnior werbere, encoureged by
Letwvirpare, racert such gtens oe unwarranted irterferance with their
freedom of sctlon. Thie presertr tie ALP with » vesl dilarma, It come
rot hore tu erforce itr rolicier urless it cen remove Commmists from
dominent nositions in the wnione. On the oifver mnd, the -rocers of
renoving taem moy result in a2 serions @viit in Lahorts renks,

“ublic cornfidence ir the lehor Governmert hes bteen veckened by 1he
long series of uncontrolled striles in 1046 and 19473 the intarference
of the Yaterside “orkers in the Covérrment's rolicy tovard indonesing
the ratiomnlizatior o airliree and banke, regarded a- sters tovardes the
AlPYe ok Jective of conlete sorislizetion; end by contirmed high taxation,
shorteges, and controls. The speed with which the Bank Netionalization
wae nresented evd oneecd, and the refuesl of the Governmert to consider
e referendum ir the face of widec-rssd end vocel onnosilior alierated
asny who might othorwire have hed ro strong oninior on the intrireie valus
of the meseuwre itealf. More recertly, the Government's Thernt Ctabilization
progeei encvountered hesvy onrosltion from growers in Victoris, 'est Aus-
trelia, snd fouth Awstrslia. Kesotiatiors on ithe form of trae nrogran broke
down, with the Governument threstening to sberdon all internsl mer” eting
activities and lerve the growers et the mercy of fluetua!ins world pricer.

Pertane the wost determined o--osition fnced b thre Goverrmert comes
from Lre ‘tetes, Doth Labor srd nor-~Lshor {tates ere wnited in thelr ree
ristance to the extension of Commonweslih nowere which “ae been a feature
of the present Government's admiristration. The focel point for State diae
aeffection irs the financial vorer of the Cormonwealth vhich, since the ire
~otitior of uniform taxetion in 1941, has dominated all eources of tax reve-
nue. The Benk dct, if urheld, vi)l further consolidate Comronveslth control,
rendering the Constitvtioral inderenderce of the :tates comletely rominel.,
To meet this sitvetion, the nom-lsbor States tool th- lead in ap-ealing to
the High Court on the legsl wslidity of the Act., Both Lobor and ron-Labor
ftates plan to set un State Trading Fanks if the Court Seeides in faver of
nationalization. New fouth Uales, a Lebor stronghold, hee nircedy empowered

lte Rursl Bank to grant credit and overdesfie 4o 511 »arconr and cor-orste
bodiez.

The entry of the ftstes into the tredirz bunk field rould accomplish
two purposes. Decsuse recent restriciions on the rrenting of credit do
not ap-ly Constltutionslly to Ctete benke, they could attrect sn important
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share of the bank bueines
lishing s b~nk moronoly.
source of lncome, to mitigetc thr effecte of urifarr tovation ard lecrcen

tiheir dererdence on the Commonwenlth,

Alihough 1t Ye provimg to be -~oliticelly cosltly, ie Govermmert ir
contiruing to Mgt for 9 f-vorelle High Court decisior on the Bunk ict.
Ir order to offrel this lomr it ire 'ji'i-'e}y that tha Government 411 carry
thremgh ti:e vronosed reorgarization of the electorates and mesy rake con=
cessions ir. texrtiom ir ar attenmni to repain the favor of the middile in-
come grogns, llovaver, it ir roit 1likely that these movec nlone vill be
sufficient 4o im-rove meterielly Labor'c cherces for re-atanrtion in 1949,
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